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Subpart A—General Provisions

§3010.1 Definitions.

(a) The definitions in paragraphs (b)
through (m) of this section apply in
this part.

(b) Annual limitation means:

(1) In the case of a notice of a Type
1-A or Type 1-B rate adjustment filed
12 or more months after the last Type
1-A or Type 1-B notice of rate adjust-
ment, the full year limitation on the
size of rate adjustments calculated pur-
suant to §3010.21;

(2) In the case of a notice of a Type
1-A or Type 1-B rate adjustment filed
less than 12 months after the last Type
1-A or Type 1-B notice of rate adjust-
ment, the partial year limitation on
the size of rate adjustments calculated
pursuant to §3010.22; and

(3) In the case of a notice of a Type
1-C rate adjustment, the annual limita-
tion calculated pursuant to §3010.21 or
§3010.22, as applicable, for the most re-

§3010.1

cent notice of a Type 1-A or Type 1-B
rate adjustment.

(c) Class means a class of market
dominant postal products.

(d) De minimis rate increase means a
rate adjustment described in §3010.30.

(e) Mazximum rate adjustment means
the maximum rate adjustment that the
Postal Service may make for a class
pursuant to a notice of Typel-A or
Type 1-B rate adjustment. The max-
imum rate adjustment is calculated in
accordance with §3010.20.

(f) Most recent Type 1-A or Type 1-B
notice of rate adjustment, when used in
reference to a notice of rate adjust-
ment for a class, means the most re-
cent Type 1-A or Type 1-B notice of
rate adjustment for that class.

(g8) Rate of general applicability means
a rate applicable to all mail meeting
standards established by the Mail Clas-
sification Schedule, the Domestic Mail
Manual, and the International Mail
Manual. A rate is not a rate of general
applicability if eligibility for the rate
is dependent on factors other than the
characteristics of the mail to which
the rate applies. A rate is not a rate of
general applicability if it benefits a
single mailer. A rate that is only avail-
able upon the written agreement of
both the Postal Service and a mailer, a
group of mailers, or a foreign postal op-
erator is not a rate of general applica-
bility.

(h) Type 1-A rate adjustment means a
rate adjustment described in §3010.4.

(i) Type 1-B rate adjustment means a
rate adjustment described in §3010.5.

(j) Type 1-C rate adjustment means a
rate adjustment described in §3010.6.

(k) Type 2 rate adjustment means a
rate adjustment described in §3010.7.

(1) Type 3 rate adjustment means a
rate adjustment described in §3010.8.

(m) Unused rate adjustment authority
means:

(1) In the case of a Type 1-A or Type
1-B rate adjustment, the percentage
calculated pursuant to §3010.26; and

(2) In the case of a Type 1-C rate ad-
justment, the percentage calculated
pursuant to §3010.27.

[79 FR 33831, June 12, 2014]
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§3010.2 Applicability.

The rules in this part implement pro-
visions in 39 U.S.C. chapter 36, sub-
chapter I, establishing rate setting
policies and procedures for market
dominant products. With the exception
of Type 3 rate adjustments, these pro-
cedures allow a minimum of 45 days for
advance public notice of the Postal
Service’s planned rate adjustments.
Type 3 rate adjustments require the
Postal Service to file a formal request
with the Commission and are subject
to special procedures.

[78 FR 52704, Aug. 26, 2013, as amended at 79
FR 33831, June 12, 2014]

§3010.3 Types of rate adjustments for
market dominant products.

(a) There are five types of rate ad-
justments for market dominant prod-
ucts. A Type 1-A rate adjustment is au-
thorized under 39 U.S.C. 3622(d)(1)(D). A
Type 1-B rate adjustment is authorized
under 39 U.S.C. 3622(d)(2)(C). A Type 1-
C rate adjustment is authorized under
39 U.S.C. 3622. A Type 2 rate adjust-
ment is authorized under 39 U.S.C.
3622(c)(10). A Type 3 rate adjustment is
authorized under 39 U.S.C. 3622(d)(1)(E).

(b)(1) The Postal Service may com-
bine Type 1-A, Type 1-B, and Type 2
rate adjustments for purposes of filing
with the Commission.

(2) The Postal Service may not com-
bine a Type 1-C rate adjustment with
any other type of rate adjustment. The
Postal Service may file a Type 1-C rate
adjustment and a de minimis rate in-
crease contemporaneously, but the
Type 1-C rate adjustment and the de
minimis rate increase must be con-
tained in separate notices of rate ad-
justment.

[79 FR 33832, June 12, 2014]

§3010.4 Type 1-A rate adjustment—in
general.

(a) A Type 1-A rate adjustment is an
adjustment based on the annual limita-
tion.

(b) A Type 1-A rate adjustment may
result in a rate adjustment that is less
than or equal to the annual limitation,
but may not exceed the annual limita-
tion.

(c) A Type 1-A rate adjustment for
any class that is less than the applica-

39 CFR Ch. Ill (7-1-15 Edition)

ble annual limitation results in unused
rate adjustment authority associated
with that class. Part or all of the un-
used rate adjustment authority may be
used in a subsequent rate adjustment
for that class, subject to the expiration
terms in §3010.26(e).

[78 FR 52704, Aug. 26, 2013, as amended at 79
FR 33832, June 12, 2014]

§3010.5 Type 1-B rate adjustment—in
general.

A Type 1-B rate adjustment is an ad-
justment that is based on the annual
limitation and that uses unused rate
adjustment authority in whole or in
part.

[79 FR 33832, June 12, 2014]

§3010.6 Type 1-C rate adjustment—in
general.

(a) A Type 1-C rate adjustment is an
adjustment to a rate of general appli-
cability that contains only a decrease.
A rate adjustment that includes both
an increase and a decrease in rates of
general applicability is a Type 1-A or
Type 1-B rate adjustment; it is not a
Type 1-C rate adjustment.

(b)(1) Except as provided in para-
graph (b)(2) of this section, a Type 1-C
rate adjustment may generate unused
rate adjustment authority, as de-
scribed in §3010.27.

(2) A Type 1-C rate adjustment filed
immediately after a Type 3 rate adjust-
ment (that is, with no intervening
Type 1-A or Type 1-B rate adjustment)
may not generate unused rate adjust-
ment authority.

(3) The Postal Service may elect not
to generate unused rate adjustment au-
thority in a Type 1-C rate adjustment.

[79 FR 33832, June 12, 2014]

§3010.7 Type 2 rate adjustment—in
general.

A Type 2 rate adjustment is based on
a negotiated service agreement. A ne-
gotiated service agreement entails a
rate adjustment negotiated between
the Postal Service and a customer or
group of customers.

[78 FR 52704, Aug. 26, 2013, redesignated at 79
FR 33832, June 12, 2014]
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§3010.8 Type 3 rate adjustment—in
general.

(a) A Type 3 rate adjustment is a rate
adjustment that is authorized only
when justified by exceptional or ex-
traordinary circumstances.

(b) A Type 3 rate adjustment is not
subject to the annual limitation or the
restrictions on the use of unused rate
adjustment authority, and does not im-
plement a negotiated service agree-
ment.

(c) A Postal Service request for a
Type 3 rate adjustment is subject to
public participation and Commission
review within 90 days.

[78 FR 52704, Aug. 26, 2013, redesignated at 79
FR 33832, June 12, 2014]

§3010.9 Schedule for Regular and Pre-
dictable Rate Adjustments.

(a) The Postal Service shall maintain
on file with the Commission a Schedule
for Regular and Predictable Rate Ad-
justments. The Commission shall dis-
play the Schedule for Regular and Pre-
dictable Rate Adjustments on the Com-
mission Web site, htitp:/www.prc.gov.

(b) The Schedule for Regular and Pre-
dictable Rate Adjustments shall pro-
vide mailers with estimated implemen-
tation dates for future Type 1-A rate
adjustments for each separate class of
mail, should such adjustments be nec-
essary and appropriate. Rate adjust-
ments will be scheduled at specified
regular intervals.

(c) The Schedule for Regular and Pre-
dictable Rate Adjustments shall pro-
vide an explanation that will allow
mailers to predict with reasonable ac-
curacy the amounts of future scheduled
rate adjustments.

(d) The Postal Service should balance
its financial and operational needs
with the convenience of mailers of each
class of mail in developing the Sched-
ule for Regular and Predictable Rate
Adjustments.

(e) Whenever the Postal Service
deems it appropriate to change the
Schedule for Regular and Predictable
Rate Adjustments, it shall file a re-
vised schedule and explanation with
the Commission.

(f) The Postal Service may, for good
cause shown, vary rate adjustments
from those estimated by the Schedule
for Regular and Predictable Rate Ad-

§3010.11

justments. In such case, the Postal
Service shall provide a succinct expla-
nation for such variation with its Type
1-A filing. No explanation is required
for variations involving smaller than
predicted rate adjustments.

[78 FR 52704, Aug. 26, 2013, redesignated at 79
FR 33832, June 12, 2014]

Subpart B—Rules for Rate Adjust-
ments for Rates of General
Applicability (Type 1-A and
1-B Rate Adjustments)

§3010.10 Notice.

(a) The Postal Service, in every in-
stance in which it determines to exer-
cise its statutory authority to make a
Type 1-A, Type 1-B, or Type 1-C rate
adjustment for a class shall:

(1) Provide public notice in a manner
reasonably designed to inform the
mailing community and the general
public that it intends to adjust rates
no later than 45 days prior to the in-
tended implementation date of the rate
adjustment; and

(2) Transmit a notice of rate adjust-
ment to the Commission no later than
45 days prior to the intended imple-
mentation date of the rate adjustment.

(b) The Postal Service is encouraged
to provide public notice and to submit
its notice of rate adjustment as far in
advance of the 45-day minimum as
practicable, especially in instances
where the intended rate adjustments
include classification changes or oper-
ations changes likely to have a mate-
rial impact on mailers.

[78 FR 52704, Aug. 26, 2013, as amended at 79
FR 33832, June 12, 2014]

§3010.11 Proceedings for Type 1-A,
Type 1-B, and Type 1-C rate adjust-
ment filings.

(a) The Commission will establish a
docket for each notice of Type 1-A,
Type 1-B, or Type 1-C rate adjustment
filing, promptly publish notice of the
filing in the FEDERAL REGISTER, and
post the filing on its Web site. The no-
tice shall include:

(1) The general nature of the pro-
ceeding;

(2) A reference to legal authority
under which the proceeding is to be
conducted;
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(3) A concise description of the
planned changes in rates, fees, and the
Mail Classification Schedule;

(4) The identification of an officer of
the Commission to represent the inter-
ests of the general public in the docket;

(5) A period of 20 days from the date
of the filing for public comment; and

(6) Such other information as the
Commission deems appropriate.

(b) Public comments should focus
primarily on whether planned rate ad-
justments comply with the following
mandatory requirements of 39 U.S.C.
chapter 36, subchapter I:

(1) Whether the planned rate adjust-
ments measured using the formula es-
tablished in §3010.23(c) are at or below
the annual limitation calculated under
§§3010.21 or 3010.22, as applicable; and

(2) Whether the planned rate adjust-
ments measured using the formula es-
tablished in §3010.23(c) are at or below
the limitation established in §3010.29.

(c) Public comments may also ad-
dress other relevant statutory provi-
sions and applicable Commission or-
ders and directives.

(d) Within 14 days of the conclusion
of the public comment period the Com-
mission will determine, at a minimum,
whether the planned rate adjustments
are consistent with the annual limita-
tion calculated under §3010.21 or
§3010.22, as applicable, the limitation
set forth in §3010.29, and 39 U.S.C. 3626,
3627, and 3629 and issue an order an-
nouncing its findings.

(e) If the planned rate adjustments
are found consistent with applicable
law by the Commission, they may take
effect pursuant to appropriate action
by the Governors.

(f) If planned rate adjustments are
found inconsistent with applicable law
by the Commission, the Postal Service
will submit an amended notice of rate
adjustment that describes the modi-
fications to its planned rate adjust-
ments that will bring its rate adjust-
ments into compliance. An amended
notice of rate adjustment shall be ac-
companied by sufficient explanatory
information to show that all defi-
ciencies identified by the Commission
have been corrected.

(g) The Commission will post any
amended notice of rate adjustment fil-
ing on its Web site and allow a period
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of 7 days from the date of the filing for
public comment. Comments in the
amended notice of rate adjustment
should address the subjects identified
in paragraph (b) of this section and
may address the subjects identified in
paragraph (c) of this section.

(h) The Commission will review any
amended notice of rate adjustment to-
gether with any comments filed for
compliance and within 14 days issue an
order announcing its findings.

(i) If the planned rate adjustments as
amended are found to be consistent
with applicable law, they may take ef-
fect pursuant to appropriate action by
the Governors. However, no rate shall
take effect until 45 days after the Post-
al Service files a notice of rate adjust-
ment specifying that rate.

(j) If the planned rate adjustments in
an amended notice of rate adjustment
are found to be inconsistent with appli-
cable law, the Commission shall ex-
plain the basis of its determination and
suggest an appropriate remedy.

(k) A Commission finding that a
planned Type 1-A, Type 1-B, or Type 1-
C rate adjustment is in compliance
with the annual limitation calculated
under §3010.21 or §3010.22, as applicable;
the limitation set forth in §3010.29; and
39 U.S.C. 3626, 3627, and 3629 is decided
on the merits. A Commission finding
that a planned Type 1-A, Type 1-B, or
Type 1-C rate adjustment does not con-
travene other policies of 39 U.S.C.
chapter 36, subchapter I is provisional
and subject to subsequent review.

[78 FR 52704, Aug. 26, 2013, as amended by
Order 1786, 78 FR 67952, Nov. 13, 2013; 79 FR
33832, June 12, 2014]

§3010.12 Contents of notice of rate ad-
justment.

(a) A Type 1-A, Type 1-B, or Type 1-
C notice of rate adjustment must in-
clude the following information:

(1) A schedule of the planned rates;

(2) The planned effective date(s) of
the planned rates;

(3) A representation or evidence that
public notice of the planned changes
has been issued or will be issued at
least 45 days before the effective
date(s) for the planned rates; and

(4) The identity of a responsible Post-
al Service official who will be available
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to provide prompt responses to re-
quests for clarification from the Com-
mission.

(b) The notice of rate adjustment
shall be accompanied by the following
information:

(1) The annual limitation calculated
as required by §3010.21 or §3010.22, as
appropriate. This information must be
supported by workpapers in which all
calculations are shown and all input
values, including all relevant CPI-U
values, are listed with citations to the
original sources.

(2) A schedule showing unused rate
adjustment authority available for
each class of mail displayed by class
and available amount for each of the
preceding 5 years. This information
must be supported by workpapers in
which all calculations are shown.

(3) The percentage change in rates for
each class of mail calculated as re-
quired by §3010.23. This information
must be supported by workpapers in
which all calculations are shown and
all input wvalues, including current
rates, new rates, and billing deter-
minants, are listed with citations to
the original sources.

(4) The amount of new unused rate
adjustment authority, if any, that will
be generated by the rate adjustment
calculated as required by §3010.26 or
§3010.27, as applicable. All calculations
are to be shown with citations to the
original sources. If new unused rate ad-
justment authority will be generated
for a class of mail that is not expected
to cover its attributable costs, the
Postal Service must provide the ration-
ale underlying this rate adjustment.

(5) A schedule of the workshare dis-
counts included in the planned rates,
and a companion schedule listing the
avoided costs that underlie each such
discount. This information must be
supported by workpapers in which all
calculations are shown and all input
values are listed with citations to the
original sources.

(6) Separate justification for all pro-
posed workshare discounts that exceed
avoided costs. Each such justification
shall reference applicable reasons iden-
tified in 39 U.S.C. 3622(e)(2) or (3). The
Postal Service shall also identify and
explain discounts that are set substan-
tially below avoided costs and explain

§3010.12

any relationship between discounts
that are above and those that are
below avoided costs.

(7) A discussion that demonstrates
how the planned rate adjustments are
designed to help achieve the objectives
listed in 39 U.S.C. 3622(b) and properly
take into account the factors listed in
39 U.S.C. 3622(c).

(8) A discussion that demonstrates
the planned rate adjustments are con-
sistent with 39 U.S.C. 3626, 3627, and
3629.

(9) For a notice that includes a rate
incentive:

(i) If the rate incentive is a rate of
general applicability, sufficient infor-
mation to demonstrate that the rate
incentive is a rate of general applica-
bility; and

(ii) Whether the Postal Service has
excluded the rate incentive from the
calculation of the percentage change in
rates under §3010.23(e) or §3010.24.

(10) For a Type 1-C rate adjustment,
whether the Postal Service elects to
generate unused rate adjustment au-
thority.

(11) A schedule identifying every
change to the Mail Classification
Schedule that will be necessary to im-
plement the planned rate adjustments.

(12) Such other information as the
Postal Service believes will assist the
Commission to issue a timely deter-
mination of whether the planned rate
adjustments are consistent with appli-
cable statutory policies.

(c) Whenever the Postal Service es-
tablishes a new workshare discount
rate, it must include with its filing:

(1) A statement explaining its rea-
sons for establishing the discount;

(2) All data, economic analyses, and
other information relied on to justify
the discount; and

(3) A certification based on com-
prehensive, competent analyses that
the discount will not adversely affect
either the rates or the service levels of
users of postal services who do not
take advantage of the discount.

(d) Whenever the Postal Service es-
tablishes a new discount or surcharge
it does not believe is a workshare dis-
count, it must include with its filing:

(1) An explanation of the basis for its
belief that the discount or surcharge is
not a workshare discount; and
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(2) A certification that the Postal
Service applied approved analytical
principles to the discount or surcharge.

(e) The notice of rate adjustment
shall identify for each affected class
how much existing unused rate adjust-
ment authority is used in the planned
rates calculated as required by §3010.28.
All calculations are to be shown, in-
cluding citations to the original
sources.

(f) All cost, avoided cost, volume, and
revenue figures submitted with the no-
tice of rate adjustment shall be devel-
oped from the most recent applicable
Commission approved analytical prin-
ciples.

[78 FR 52704, Aug. 26, 2013, as amended at 79
FR 33832, June 12, 2014]

Subpart C—Rules for Determining
the Maximum Rate Adjustment

§3010.20 Calculation of maximum rate
adjustment.

(a) Rate adjustments for each class of
market dominant products in any 12-
month period are limited.

(b) Type 1-A and Type 1-B rate ad-
justments are subject to an inflation-
based annual Ilimitation computed
using CPI-U values as detailed in
§§3010.21(a) and 3010.22(a).

(c) An exception to the annual limi-
tation allows a limited annual recap-
ture of unused rate adjustment author-
ity. The amount of unused rate adjust-
ment authority is measured separately
for each class.

(d) In any 12-month period the max-
imum rate adjustment applicable to a
class is:

(1) For a Typel-A notice of rate ad-
justment, the annual limitation for the
class; and

(2) For a Type 1-B notice of rate ad-
justment, the annual limitation for the
class plus the unused rate adjustment
authority for the class that the Postal
Service elects to use, subject to the
limitation under §3010.29.

(e) There is no limitation on the
amount of a rate decrease contained in
a notice of Type 1-C rate adjustment.

[78 FR 52704, Aug. 26, 2013, as amended at 79
FR 33833, June 12, 2014]
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§3010.21 Calculation of annual limita-
tion when Type 1-A or Type 1-B no-
tices of rate adjustment are 12 or
more months apart.

(a) The monthly CPI-U values needed
for the calculation of the full year lim-
itation under this section shall be ob-
tained from the Bureau of Labor Sta-
tistics (BLS) Consumer Price Index—
All Urban Consumers, U.S. All Items,
Not Seasonally Adjusted, Base Period
1982-84 = 100. The current Series ID for
the index is ‘““CUURO0000SA0.”

(b) If a notice of a Type 1-A or Type
1-B rate adjustment is filed 12 or more
months after the most recent Type 1-A
or Type 1-B notice of rate adjustment,
then the calculation of an annual limi-
tation for the class (referred to as the
full year limitation) involves three steps.
First, a simple average CPI-U index is
calculated by summing the most re-
cently available 12 monthly CPI-U val-
ues from the date the Postal Service
files its notice of rate adjustment and
dividing the sum by 12 (Recent Aver-
age). Then, a second simple average
CPI-U index is similarly calculated by
summing the 12 monthly CPI-U values
immediately preceding the Recent Av-
erage and dividing the sum by 12 (Base
Average). Finally, the full year limita-
tion is calculated by dividing the Re-
cent Average by the Base Average and
subtracting 1 from the quotient. The
result is expressed as a percentage,
rounded to three decimal places.

(c) The formula for calculating a full
year limitation for a notice of rate ad-
justment filed 12 or more months after
the last notice is as follows: Full Year
Limitation = (Recent Average/Base Av-
erage)—1.

[78 FR 52704, Aug. 26, 2013, as amended at 79
FR 33833, June 12, 2014]

§3010.22 Calculation of annual limita-
tion when Type 1-A or Type 1-B no-
tices of rate adjustment are less
than 12 months apart.

(a) The monthly CPI-U values needed
for the calculation of the partial year
limitation under this section shall be
obtained from the Bureau of Labor Sta-
tistics (BLS) Consumer Price Index—
All Urban Consumers, U.S. All Items,
Not Seasonally Adjusted, Base Period
1982 — 84 = 100. The current Series ID
for the index is ‘““CUURO0000SA0.”
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(b) If a notice of a Type 1-A or Type
1-B rate adjustment is filed less than 12
months after the most recent Type 1-A
or Type 1-B notice of rate adjustment,
then the annual limitation for the
class (referred to as the partial year lim-
itation) will recognize the rate in-
creases that have occurred during the
preceding 12 months. When the effects
of those increases are removed, the re-
maining partial year limitation is the
applicable restriction on rate in-
creases.

(c) The applicable partial year limi-
tation is calculated in two steps. First,
a simple average CPI-U index is cal-
culated by summing the 12 most re-
cently available monthly CPI-U values
from the date the Postal Service files
its notice of rate adjustment and divid-
ing the sum by 12 (Recent Average).
The partial year limitation is then cal-
culated by dividing the Recent Average
by the Recent Average from the most
recent previous notice of rate adjust-
ment (Previous Recent Average) appli-
cable to each affected class of mail and
subtracting 1 from the quotient. The
result is expressed as a percentage,
rounded to three decimal places.

(d) The formula for calculating the
partial year limitation for a notice of
rate adjustment filed less than 12
months after the last notice is as fol-
lows: Partial Year Limitation = (Re-
cent Average/Previous Recent Average)
- 1.

[78 FR 52704, Aug. 26, 2013, as amended at 79
FR 33833, June 12, 2014]

§3010.23 Calculation
change in rates.

(a) Definitions. In this section:

(1) Current rate—(i) In general. Except
as provided in paragraphs (a)(1)(ii) and
(iii) of this section, the term current
rate means the rate in effect when the
Postal Service files the notice of rate
adjustment.

(i) Seasonal and temporary rates.
When used with respect to a seasonal
or temporary rate, as described in
paragraph (a)(2) of this section, the
term current rate means the most re-
cent rate in effect for the rate cell, re-
gardless of whether the seasonal or
temporary rate is available at the time
the Postal Service files the notice of
rate adjustment.

of percentage

§3010.23

(iii) Ezxception. When used with re-
spect to a rate cell that corresponds to
a rate incentive that was previously
excluded from the calculation of the
percentage change in rates under para-
graph (e)(1) of this section, the term
current rate means the full
undiscounted rate in effect for the rate
cell at the time of the filing of the no-
tice of rate adjustment, not the dis-
counted rate in effect for the rate cell
at such time. For example, if a rate in-
centive provides a 5-cent discount on a
2b-cent rate and the Postal Service pre-
viously elected to exclude the rate in-
centive from the calculation of the per-
centage change in rates, the Postal
Service may choose to begin including
the discounted rate in its calculation
of the percentage change in rates. If
the Postal Service makes that choice,
the current rate for the discounted rate
cell will be 25 cents (the full
undiscounted rate).

(2) Rate cell. The term rate cell means
each and every separate rate identified
in any applicable notice of rate adjust-
ment for rates of general applicability.
A seasonal or temporary rate shall be
identified and treated as a rate cell
separate and distinct from the cor-
responding non-seasonal or permanent
rate.

(3) Rate incentive means a discount
that is not a workshare discount and
that is designed to increase or retain
volume, improve the value of mail for
mailers, or improve the operations of
the Postal Service.

(b) Calculation—(1) Type 1-A and Type
1-B rate adjustments. For a Type 1-A or
Type 1-B rate adjustment, for each
class of mail and product within the
class, the percentage change in rates is
calculated in three steps. First, the
volume of each rate cell in the class is
multiplied by the planned rate for the
respective cell and the resulting prod-
ucts are summed. Then, the same set of
rate cell volumes are multiplied by the
corresponding current rate for each
cell and the resulting products are
summed. Finally, the ©percentage
change in rates is calculated by divid-
ing the results of the first step by the
results of the second step and sub-
tracting 1 from the quotient. The re-
sult is expressed as a percentage.
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(2) Type 1-C rate adjustments. For a
Type 1-C rate adjustment, for each
class of mail and product within the
class, the percentage change in rates is
calculated by amending the
workpapers attached to the Commis-
sion’s order relating to the most recent
Type 1-A or Type 1-B notice of rate ad-
justment to replace the planned rates
under the most recent Type 1-A or
Type 1-B notice of rate adjustment
with the corresponding planned rates
applicable to the class from the Type 1-
C notice of rate adjustment.

(¢c) Formula. The formula for calcu-
lating the percentage change in rates
for a class described in paragraph (b) of
this section is as follows:

Percentage change in rates =

> (Ra)(%)

-] = 1

Z (Ri&) (Vi)

isl
Where,
N = number of rate cells in the class
i=denotesaratecelli=1,2,...,N)

Ri,n = planned rate of rate cell i

Ri,c = current rate of rate cell i (for a Type
1-A or Type 1-B rate adjustment) or rate
from most recent Type 1-A rate adjust-
ment for rate cell i (for a Type 1-C rate
adjustment)

Vi = volume of rate cell i

(d) Volumes—(1) Obtaining Volumes
from billing determinants. The volumes
for each rate cell shall be obtained
from the most recent available 12
months of Postal Service billing deter-
minants.

(2) Permissible adjustments. The Postal
Service shall make reasonable adjust-
ments to the billing determinants to
account for the effects of classification
changes such as the introduction, dele-
tion, or redefinition of rate cells. The
Postal Service shall identify and ex-
plain all adjustments. All information
and calculations relied upon to develop
the adjustments shall be provided to-
gether with an explanation of why the
adjustments are appropriate.

(3) Basis for adjustments. Whenever
possible, adjustments shall be based on
known mail characteristics or histor-
ical volume data, as opposed to fore-
casts of mailer behavior.
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(4) Adjustment for deletion of rate cell
when alternate rate cell is not available.
For an adjustment accounting for the
effects of the deletion of a rate cell
when an alternate rate cell is not
available, the Postal Service should ad-
just the billing determinants associ-
ated with the rate cell to zero. If the
Postal Service does not adjust the bill-
ing determinants for the rate cell to
zero, the Postal Service shall include a
rationale for its treatment of the rate
cell with the information required
under paragraph (d)(2) of this section.

(e) Treatment of rate incentives. (1)
Rate incentives may be excluded from
a percentage change in rates calcula-
tion. If the Postal Service elects to ex-
clude a rate incentive from a percent-
age change in rates calculation, the
rate incentive shall be treated in the
same manner as a rate under a nego-
tiated service agreement (as described
in §3010.24).

(2) A rate incentive may be included
in a percentage change in rates cal-
culation if it meets the following cri-
teria:

(i) The rate incentive is in the form
of a discount or can be easily trans-
lated into a discount;

(ii) Sufficient billing determinants
are available for the rate incentive to
be included in the percentage change in
rate calculation for the class, which
may be adjusted based on known mail
characteristics or historical volume
data (as opposed to forecasts of mailer
behavior); and

(iii) The rate incentive is a rate of
general applicability.

[79 FR 33833, June 12, 2014]

§3010.24 Treatment of volume associ-
ated with negotiated service agree-
ments and rate incentives that are
not rates of general applicability.

(a) Mail volumes sent at rates under
a negotiated service agreement or a
rate incentive that is not a rate of gen-
eral applicability are to be included in
the calculation of percentage change in
rates under §3010.23 as though they
paid the appropriate rates of general
applicability. Where it is impractical
to identify the rates of general applica-
bility (e.g., because unique rate cat-
egories are created for a mailer), the
volumes associated with the mail sent
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under the terms of the negotiated serv-
ice agreement or the rate incentive
that is not a rate of general applica-
bility shall be excluded from the cal-
culation of percentage change in rates.

(b) The Postal Service shall identify
and explain all assumptions it makes
with respect to the treatment of nego-
tiated service agreements and rate in-
centives that are not rates of general
applicability in the calculation of the
percentage change in rates and provide
the rationale for its assumptions.

[79 FR 33834, June 12, 2014]

§3010.25 Limitation on application of
unused rate adjustment authority.

Unused rate adjustment authority
may only be applied after applying the
annual limitation calculated pursuant
to §3010.21 or §3010.22.

§3010.26 Calculation of unused rate
adjustment authority for Type 1-A
and Type 1-B rate adjustments.

(a) Unused rate adjustment authority
accrues during the entire period be-
tween notices of Type 1-A and Type 1-
B rate adjustments. When notices of
Type 1-A or Type 1-B rate adjustments
are filed 12 months apart or less, the
unused rate adjustment authority is
the annual unused rate adjustment au-
thority calculated under paragraph (b)
of this section. When notices of Type 1-
A or Type 1-B rate adjustments are
filed more than 12 months apart, un-
used rate adjustment authority is the
sum of the annual unused rate adjust-
ment calculated under paragraph (b) of
this section plus the interim unused
rate adjustment authority calculated
under paragraph (c)(2) of this section,
less any interim unused rate adjust-
ment authority used in accordance
with paragraph (d) of this section.

(b) When notices of Type 1-A or Type
1-B rate adjustments are filed 12
months apart or less, annual unused
rate adjustment authority will be cal-
culated. Annual unused rate adjust-
ment authority for a class is equal to
the difference between the annual limi-
tation calculated pursuant to §3010.21
or §3010.22 and the percentage change
in rates for the class calculated pursu-
ant to §3010.23(b)(1).

(c)(1) When notices of Type 1-A or
Type 1-B rate adjustments are filed

§3010.26

more than 12 months apart, annual un-
used rate adjustment authority will be
calculated for the 12-month period end-
ing on the date on which the second no-
tice is filed and interim unused rate ad-
justment authority will be calculated
for the period beginning on the date
the first notice is filed and ending on
the day before the date that is 12
months before the second notice is
filed.

(2) Interim unused rate adjustment
authority is equal to the Base Average
applicable to the second notice of rate
adjustment (as developed pursuant to
§3010.21(b)) divided by the Recent Aver-
age utilized in the first notice of rate
adjustment (as developed pursuant to
§3010.21(b)) and subtracting 1 from the
quotient. The result is expressed as a
percentage.

(d) Interim unused rate adjustment
authority may be used to make a rate
adjustment pursuant to the notice of
rate adjustment that led to its calcula-
tion. If interim unused rate adjustment
authority is used to make such a rate
adjustment, the interim unused rate
adjustment authority generated pursu-
ant to the notice shall first be added to
the schedule of unused rate adjustment
authority devised and maintained
under paragraph (f) of this section as
the most recent entry. Then, any in-
terim unused rate adjustment author-
ity used in accordance with this para-
graph shall be subtracted from the ex-
isting unused rate adjustment author-
ity using a first-in, first-out (FIFO)
method, beginning 5 years before the
instant notice.

(e) Unused rate adjustment authority
generated under this section lapses 5
years after the date of filing of the no-
tice of rate adjustment leading to its
calculation.

(f) Upon the establishment of unused
rate adjustment authority in any class,
the Postal Service shall devise and
maintain a schedule that tracks the es-
tablishment and subsequent use of un-
used rate adjustment authority for
that class.

[78 FR 52704, Aug. 26, 2013, as amended at 79
FR 33834, June 12, 2014]
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§3010.27 Calculation of unused rate
adjustment authority for Type 1-C
rate adjustments.

(a) For a notice of Type 1-C rate ad-
justment, unused rate adjustment au-
thority for a class is calculated in two
steps. First, the difference between the
annual limitation calculated pursuant
to §3010.21 or §3010.22 for the most re-
cent notice of Type 1-A or Type 1-B
rate adjustment and the percentage
change in rates for the class calculated
pursuant to §3010.23(b)(2) is calculated.
Second, the unused rate adjustment
authority generated in the most recent
Type 1-A or Type 1-B rate adjustment
is subtracted from that result.

(b) Unused rate adjustment authority
generated under paragraph (a) of this
section lapses 5 years after the date of
filing of the most recent notice of Type
1-A or Type 1-B rate adjustment.

(c) Unused rate adjustment authority
generated under paragraph (a) of this
section for a class shall be added to the
unused rate adjustment authority gen-
erated in the most recent notice of
Type 1-A rate adjustment on the sched-
ule maintained under §3010.26(f). For
purposes of §3010.28, the unused rate
adjustment authority generated under
paragraph (a) of this section for a class
shall be deemed to have been added to
the schedule maintained under
§3010.26(f) on the same date as the most
recent notice of Type 1-A or Type 1-B
rate adjustment.

(d) Unused rate adjustment authority
generated under paragraph (a) of this
section shall be subject to the limita-
tion under §3010.29, regardless of
whether it is used alone or in combina-
tion with other existing unused rate
adjustment authority.

[79 FR 33834, June 12, 2014]

§3010.28 Application of unused rate
adjustment authority.

When the percentage change in rates
for a class is greater than the applica-
ble annual limitation, then the dif-
ference between the percentage change
in rates for the class and the annual
limitation shall be subtracted from the
existing unused rate adjustment au-
thority for the class, using a first-in,
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first-out (FIFO) method, beginning 5
years before the instant notice.

[78 FR 52704, Aug. 26, 2013, redesignated at 79
FR 33834, June 12, 2014]

§3010.29 Maximum size of Type 1-B
rate adjustments.

Unused rate adjustment authority
used to make a Type 1-B rate adjust-
ment for any class in any 12-month pe-
riod may not exceed 2 percentage
points.

[78 FR 52704, Aug. 26, 2013, redesignated at 79
FR 33834, June 12, 2014]

§3010.30 De minimis rate increases.

(a) The Postal Service may elect to
file a Type 1-A notice of rate adjust-
ment as a de minimis rate increase if:

(1) For each affected class, the rate
increases contained within the notice
of a Type 1-A rate adjustment do not
result in the percentage change in
rates for the class equaling or exceed-
ing 0.001 percent; and

(2) For each affected class, the sum of
all rate increases included in de minimis
rate increases since the most recent
Type 1-A, Type 1-B, or Type 3 rate ad-
justment that was not a de minimis rate
increase does not result in the percent-
age change in rates for the class equal-
ing or exceeding 0.001 percent.

(b) No unused rate adjustment au-
thority will be added to the schedule of
unused rate adjustment authority
maintained under §3010.26(f) as a result
of a de minimis rate increase.

(c) No rate decreases may be taken
into account when determining wheth-
er rate increases comply with para-
graphs (a)(1) and (2) of this section.

(d) In the next notice of a Type 1-A
or Type 1-B rate adjustment for a class
that is not a de minimis rate increase:

(1) The annual limitation shall be
calculated as if the de minimis rate in-
crease had not been filed; and

(2) For purposes of calculating the
percentage change in rates, the current
rate shall be the current rate from the
de minimis rate increase.

(e) The Postal Service shall file sup-
porting workpapers with each notice of
de minimis rate increase that dem-
onstrate that the sum of all rate in-
creases included in de minimis rate in-
creases since the most recent Type 1-A,
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Type 1-B, or Type 3 notice of rate ad-
justment that was not de minimis does
not result in a percentage change in
rates for the class equaling or exceed-
ing 0.001 percent.

[79 FR 33834, June 12, 2014]

Subpart D—Rules for Rate Adjust-
ments for Negotiated Service
Agreements (Type 2 Rate Ad-
justments)

§3010.40 Negotiated
ments.

(a) In administering this subpart, it
shall be the objective of the Commis-
sion to allow implementation of nego-
tiated service agreements that satisfy
the statutory requirements of 39 U.S.C.
3622(c)(10). Negotiated service agree-
ments must either:

(1) Improve the net financial position
of the ©Postal Service B9 U.S.C.
3622(¢)(10)(A)(1)); or

(2) Enhance the performance of oper-
ational functions (39 U.S.C.
3622(c)(10)(A)(ii)).

(b) Negotiated service agreements
may not cause unreasonable harm to
the marketplace (39 U.S.C.
3622(¢)(10)(B)).

(c) Negotiated service agreements
must be available on public and reason-
able terms to similarly situated mail-
ers.

service

agree-

§3010.41 Notice.

The Postal Service, in every instance
in which it determines to exercise its
statutory authority to make a Type 2
rate adjustment for a market dominant
postal product shall provide public no-
tice in a manner reasonably designed
to inform the mailing community and
the general public that it intends to
change rates not later than 45 days
prior to the intended implementation
date; and transmit a notice of agree-
ment to the Commission no later than
45 days prior to the intended imple-
mentation date.

§3010.42 Contents of notice of agree-
ment in support of a Type 2 rate ad-
justment.

Whenever the Postal Service pro-
poses to establish or change rates, fees,
or the Mail Classification Schedule

§3010.42

based on a negotiated service agree-
ment, the Postal Service shall file with
the Commission a notice of agreement
that shall include at a minimum the
following information:

(a) A copy of the negotiated service
agreement;

(b) The planned effective date(s) of
the planned rates;

(c) A representation or evidence that
public notice of the planned rate ad-
justments has been issued or will be
issued at least 45 days before the effec-
tive date(s) for the planned rates;

(d) The identity of a responsible
Postal Service official who will be
available to provide prompt responses
to requests for clarification from the
Commission;

(e) A statement identifying all par-
ties to the agreement and a description
clearly explaining the operative com-
ponents of the agreement;

(f) Details regarding the expected im-
provements in the net financial posi-
tion or operations of the Postal Serv-
ice. The projection of change in net fi-
nancial position as a result of the
agreement shall be based on accepted
analytical principles. The projection of
change in net financial position as a re-
sult of the agreement shall include for
each year of the agreement:

(1) The estimated mailer-specific
costs, volumes, and revenues of the
Postal Service absent the implementa-
tion of the negotiated service agree-
ment;

(2) The estimated mailer-specific
costs, volumes, and revenues of the
Postal Service which result from im-
plementation of the negotiated service
agreement;

(3) An analysis of the effects of the
negotiated service agreement on the
contribution to institutional costs
from mailers not party to the agree-
ment;

(4) If mailer-specific costs are not
available, the source and derivation of
the costs that are used shall be pro-
vided, together with a discussion of the
currency and reliability of those costs
and their suitability as a proxy for the
mailer-specific costs; and

(5) If the Postal Service believes the
Commission’s accepted analytical prin-
ciples are not the most accurate and
reliable methodology available:
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(i) An explanation of the basis for
that belief; and

(ii) A projection of the change in net
financial position resulting from the
agreement made using the Postal Serv-
ice’s alternative methodology.

(g) An identification of each compo-
nent of the agreement expected to en-
hance the performance of mail prepara-
tion, processing, transportation, or
other functions in each year of the
agreement, and a discussion of the na-
ture and expected impact of each such
enhancement;

(h) Details regarding any and all ac-
tions (performed or to be performed) to
assure that the agreement will not re-
sult in unreasonable harm to the mar-
ketplace; and

(i) Such other information as the
Postal Service believes will assist the
Commission to issue a timely deter-
mination of whether the requested
changes are consistent with applicable
statutory policies.

[78 FR 52704, Aug. 26, 2013, as amended by
Order 1786, 78 FR 67952, Nov. 13, 2013]

§3010.43 Data collection plan and re-
port.

(a) The Postal Service shall include
with any notice of agreement a de-
tailed plan for providing data or infor-
mation on actual experience under the
agreement sufficient to allow evalua-
tion of whether the negotiated service
agreement operates in compliance with
39 U.S.C. 3622(c)(10).

(b) A data report under the plan is
due 60 days after each anniversary date
of implementation and shall include, at
a minimum, the following information
for each 12-month period the agree-
ment has been in effect:

(1) The change in net financial posi-
tion of the Postal Service as a result of
the agreement. This calculation shall
include for each year of the agreement:

(i) The actual mailer-specific costs,
volumes, and revenues of the Postal
Service;

(ii) An analysis of the effects of the
negotiated service agreement on the
net overall contribution to the institu-
tional costs of the Postal Service; and

(iii) If mailer-specific costs are not
available, the source and derivation of
the costs that are used shall be pro-
vided, including a discussion of the cur-
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rency and reliability of those costs,
and their suitability as a proxy for the
mailer-specific costs.

(2) A discussion of the changes in op-
erations of the Postal Service that
have resulted from the agreement. This
shall include, for each year of the
agreement, identification of each com-
ponent of the agreement known to en-
hance the performance of mail prepara-
tion, processing, transportation, or
other functions in each year of the
agreement.

(3) An analysis of the impact of the
negotiated service agreement on the
marketplace, including a discussion of
any and all actions taken to protect
the marketplace from unreasonable
harm.

§3010.44 Proceedings for Type 2 rate
adjustments.

(a) The Commission will establish a
docket for each notice of Type 2 rate
adjustment filed, promptly publish no-
tice of the filing in the FEDERAL REG-
ISTER, and post the filing on its Web
site. The notice shall include:

(1) The general nature of the pro-
ceeding;

(2) A reference to legal authority
under which the proceeding is to be
conducted;

(8) A concise description of the
planned changes in rates, fees, and the
Mail Classification Schedule;

(4) The identification of an officer of
the Commission to represent the inter-
ests of the general public in the docket;

(5) A period of 10 days from the date
of the filing for public comment; and

(6) Such other information as the
Commission deems appropriate.

(b) The Commission shall review the
planned Type 2 rate adjustments and
the comments thereon, and issue an
order announcing its findings. So long
as such adjustments are not incon-
sistent with 39 U.S.C. 3622, they may
take effect pursuant to appropriate ac-
tion by the Governors. However, no
rate shall take effect until 45 days
after the Postal Service files a notice
of rate adjustment specifying that
rate.

(c) Commission findings that a
planned Type 2 rate adjustment is not
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inconsistent with 39 U.S.C. 3622 are pro-
visional and subject to subsequent re-
view.

Subpart E—Rules for Rate Adjust-
ments in Exiraordinary and
Exceptional Circumstances
(Type 3 Rate Adjustments)

§3010.60 Applicability.

The Postal Service may request to
adjust rates for market dominant prod-
ucts in excess of the maximum rate ad-
justment due to extraordinary or ex-
ceptional circumstances. In this sub-
part, such requests are referred to as
exigent requests.

§3010.61 Contents of exigent requests.

(a) Each exigent request shall include
the following:

(1) A schedule of the proposed rates;

(2) Calculations quantifying the in-
crease for each affected product and
class;

(3) A full discussion of the extraor-
dinary or exceptional circumstances
giving rise to the request, and a com-
plete explanation of how both the re-
quested overall increase and the spe-
cific rate adjustments requested relate
to those circumstances;

(4) A full discussion of why the re-
quested rate adjustments are necessary
to enable the Postal Service, under
best practices of honest, efficient, and
economical management, to maintain
and continue the development of postal
services of the kind and quality adapt-
ed to the needs of the United States;

(5) A full discussion of why the re-
quested rate adjustments are reason-
able and equitable as among types of
users of market dominant products;

(6) An explanation of when, or under
what circumstances, the Postal Service
expects to be able to rescind the exi-
gent rate adjustments in whole or in
part;

(7) An analysis of the circumstances
giving rise to the exigent request,
which should, if applicable, include a
discussion of whether the cir-
cumstances were foreseeable or could
have been avoided by reasonable prior
action; and

(8) Such other information as the
Postal Service believes will assist the

§3010.65

Commission to issue a timely deter-
mination of whether the requested rate
adjustments are consistent with appli-
cable statutory policies.

(b) The Postal Service shall identify
one or more knowledgeable Postal
Service official(s) who will be available
to provide prompt responses to Com-
mission requests for clarification re-
lated to each topic specified in para-
graph (a) of this section.

§3010.62 Supplemental information.

The Commission may require the
Postal Service to provide clarification
of its request or to provide information
in addition to that called for by
§3010.61 in order to gain a better under-
standing of the circumstances leading
to the request or the justification for
the specific rate adjustments re-
quested.

§3010.63 Treatment of unused rate ad-
justment authority.

(a) Each exigent request will identify
the unused rate adjustment authority
available as of the date of the request
for each class of mail and the available
amount for each of the preceding 5
years.

(b) Pursuant to an exigent request,
rate adjustments may use existing un-
used rate adjustment authority in
amounts greater than the limitation
described in §3010.28 of this subpart.

(c) Exigent increases will exhaust all
unused rate adjustment authority for
each class of mail before imposing ad-
ditional rate adjustments in excess of
the maximum rate adjustment for any
class of mail.

§3010.64 Expeditious treatment of exi-
gent requests.

Requests under this subpart seek
rate relief required by extraordinary or
exceptional circumstances and will be
treated with expedition at every stage.
It is Commission policy to provide ap-
propriate relief as quickly as possible
consistent with statutory requirements
and procedural fairness.

§3010.65 Special procedures applica-
ble to exigent requests.

(a) The Commission will establish a

docket for each exigent request,

promptly publish notice of the request
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in the FEDERAL REGISTER, and post the
filing on its Web site. The notice shall
include:

(1) The general nature of the pro-
ceeding;

(2) A reference to legal authority
under which the proceeding is to be
conducted;

(3) A concise description of the pro-
posals for changes in rates, fees, and
the Mail Classification Schedule;

(4) The identification of an officer of
the Commission to represent the inter-
ests of the general public in the docket;

(5) A specified period for public com-
ment; and

(6) Such other information as the
Commission deems appropriate.

(b) The Commission will hold a pub-
lic hearing on the Postal Service re-
quest. During the public hearing, re-
sponsible Postal Service officials will
appear and respond under oath to ques-
tions from the Commissioners or their
designees addressing previously identi-
fied aspects of the Postal Service’s re-
quest and the supporting information
provided in response to the topics spec-
ified in §3010.61(a).

(c) Interested persons will be given
an opportunity to submit to the Com-
mission suggested relevant questions
that might be posed during the public
hearing. Such questions, and any ex-
planatory materials submitted to clar-
ify the purpose of the questions, should
be filed in accordance with §3001.9 of
this chapter, and will become part of
the administrative record of the pro-
ceeding.

(d) The timing and length of the pub-
lic hearing will depend on the nature of
the circumstances giving rise to the re-
quest and the clarity and completeness
of the supporting materials provided
with the request.

(e) If the Postal Service is unable to
provide adequate explanations during
the public hearing, supplementary
written or oral responses may be re-
quired.

(f) Following the conclusion of the
public hearings and submission of any
supplementary materials interested
persons will be given the opportunity
to submit written comments on:

(1) The sufficiency of the justifica-
tion for an exigent rate adjustment;
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(2) The adequacy of the justification
for adjustments in the amounts re-
quested by the Postal Service; and

(3) Whether the specific rate adjust-
ments requested are reasonable and eq-
uitable.

(g) An opportunity to submit written
reply comments will be given to the
Postal Service and other interested
persons.

§301(}.§6 Deadline for Commission de-
cision.

The Commission will act expedi-
tiously on the Postal Service request,
taking into account all written com-
ments. In every instance a Commission
decision will be issued within 90 days of
the filing of an exigent request.

PART 3015—REGULATION OF RATES
FOR COMPETITIVE PRODUCTS

Sec.

3015.1 Scope.

3015.2 Changes in rates of general applica-
bility.

3015.3 Decrease in rates of general applica-
bility.

3015.4 Change in class of general applica-
bility.

3015.5 Rate or class not of general applica-
bility.

3015.6 Sufficiency of information.

3015.7 Standards for compliance.

AUTHORITY: 39 U.S.C. 503; 3633.

SOURCE: 72 FR 63697, Nov. 9, 2007, unless
otherwise noted.

§3015.1 Scope.

Rules in this part are applicable to
competitive products.

§3015.2 Changes in rates of general
applicability.

(a) When the Postal Service deter-
mines to change a rate or rates of gen-
eral applicability, it shall file notice of
the change with the Commission no
later than the date of publication of
the decision in the FEDERAL REGISTER
concerning such change, but at least 30
days before the effective date of the
change.

(b) The notice filed with the Commis-
sion shall include an explanation and
justification for the change, the effec-
tive date, and a schedule of the
changed rates.
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